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OATH OR AFFIRMATION

I, Richard Nunn , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
GBM International, Inc.

of December 31, .20 08

, as
, are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

— 0
\W/

Signature

Financial and Operations Principal

Title

MU& MW

Notary\ﬁubllc

SCHAPS
E%%g“g:? State of Texas
Comm&ssion E;pﬁs

aecembef‘°

AT,
“a‘l PIJ;"

!

his report ** contains (check all applicable boxes):

(a) Facing Page. "

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to- Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) ATReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

NON O HRRRNNNENNE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Certified Public
Accountants &
Consultants

INDEPENDENT AUDITORS' REPORT

February 6, 2009

Board of Directors

GBM INTERNATIONAL, INC. (A WHOLLY-OWNED
SUBSIDAIRY OF PORTFOLIO INVESTMENTS, INC., WHICH
IS WHOLLY-OWNED BY GBM GRUPO BURSATIL MEXICANO
S.A. DE C.V., CASA DE BOLSA)

We have audited the accompanying statement of financial condition of GBM
INTERNATIONAL, INC. as of December 31, 2008, and the related statement of income,
stockholder’s equity, and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we pian and perform the
audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal control over financial reporting. Accordingly, we express no
such opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of GBM INTERNATIONAL, INC. at December 31, 2008, and
the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

£ € PB PC

Easley, Endres, Parkhill & Brackendorff, PC. Certified Publz'cAcco-u%t-antsGConsultants
1333 West Loop South, Suite 1400 | Houston, TX 77027 | Phone: 713.622.0016 | Fax: 713.622.5527 | www.eepb.com



GBM INTERNATIONAL, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 164,212
Deposits held by clearing brokers, restricted 100,712
Accounts receivable 2,121
Receivable from nonaffiliated brokers and dealers 1,627,362
Receivable from employees 17,421
Securities owned - marketable, at market value 7,413
TOTAL CURRENT ASSETS 1,919,241
Property and equipment, net 63,052
Other assets . 40,119
Deferred income taxes, net 7,355
TOTAL NON-CURRENT ASSETS 110,526
TOTAL ASSETS $ 2,029,767

LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES

Accounts payable and accrued liabilities $ 171,054
Payable to affiliates 518,691
Accrued income taxes payable to affiliate 150,575

TOTAL CURRENT LIABILITIES 840,320

COMMITMENTS AND CONTINGENCIES
STOCKHOLDER'S EQUITY

Common stock, no par value; 1,000 shares authorized;
725 shares issued and outstanding

Additional paid in capital 7,495,035
Retained earnings (deficit) (6,305,588)
TOTAL STOCKHOLDER'S EQUITY 1,189,447
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 2,029,767

The accompanying notes are an integral
part of these financial statements.
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GBM INTERNATIONAL, INC.

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2008

REVENUE
Net dealer inventory and investment gain $ 2,685,819
Commissions 4,572,973
Underwritings 292,435
Interest and dividends 33,108
Other 8,597
TOTAL REVENUE 7,592,932
EXPENSES
Employee compensation and benefits 1,925,265
Clearing, execution and commission fees 1,578,074
Research and terminal usage fees 529,005
General and administrative 421,882
Professionai fees 311,563
Interest expense 56,681
Depreciation expense 24,696
TOTAL EXPENSES 4,847,166
INCOME BEFORE INCOME TAXES 2,745,766
PROVISION FOR INCOME TAXES (891,753)
NET INCOME $ 1,854,013

The accompanying notes are an integral
part of these financial statements.
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GBM INTERNATIONAL, INC.
STATEMENT OF STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2008

Common Accumulated
Shares Stock Deficit Total
BALANCE AT DECEMBER 31, 2007 725 $ 7495035 $ (5499,601) $ 1,995434
Net income - - 1,854,013 1,854,013
Dividends paid - - (2,660,000) (2,660,000)
BALANCE AT DECEMBER 31, 2008 725 § 7,495,035 $ (6,305,588) $ 1,189,447

The accompanying notes are an integral
part of these financial statements.
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GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

GBM INTERNATIONAL, INC. (“International” or the “Company”) was incorporated for the
purpose of serving as an introducing broker-dealer as an agent to its customers and
to conduct certain investment banking activities. International is a wholly-owned
subsidiary of Portfolio Investments, Inc. (“PI”), which is a wholly-owned subsidiary of
GBM Grupo Bursatil Mexicano S.A. de C.V., Casa De Bolsa (“GBM Mexico”").
International is registered with the Securities and Exchange Commission as a broker-
dealer under the Securities Exchange Act of 1934 and is a member of the Financial
Industry Regulatory Authority (“FINRA”). International is also registered with the
Commodity Futures Trading Commission as an introducing broker and is a member
of the National Futures Association. International executes securities trades for
customers as a principal and agent, futures trades as agent, and securities trading
for its own account. All customer securities and futures transactions are cleared on a
fully disclosed basis through unaffiliated broker-dealers. Accordingly, International
does not carry customer accounts and does not receive, deliver or hold cash or
securities in connection with such transactions.

Cash and cash equivalents

For the purposes of the statement of cash flows, International considers cash and
highly liquid investments with maturities of three months or less when purchased to
be cash and cash equivalents.

Deposits held by clearing brokers

Under the terms of the Clearing Agreement between International and Ridge
Clearing & Outsourcing Solutions, Inc. (‘Ridge”), International is required to maintain
a certain level of cash on deposit with Ridge which amounted to $100,000 at
December 31, 2008. Should Ridge suffer a loss due to a failure of International’s
customer to complete a transaction, International is required to indemnify Ridge to
the extent of such loss. As of December 31, 2008, there were no amounts owed to
these clearing brokers nor did International incur a loss during the year ended
December 31, 2008 due to a customer’s failure to complete a transaction.



GBM INTERNATIONAL, INC.,
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Receivable from nonaffiliated brokers and dealers

Receivables from brokers, dealers, and clearing organizations may include amounts
receivable for securities failed to deliver, certain deposits for securities borrowed,
amounts receivable from clearing organizations relating to open transactions, good-
faith and margin deposits, and commissions receivable.

Securities Transactions

Securities owned and securities sold, not yet purchased are valued at market value.
Unrealized gain or loss from marking securities owned and securities sold, not yet
purchased to market value is included in income under the caption net dealer
inventory and investment gain.

Securities transactions and related income and expense are recorded on the trade
date. Realized gains and losses from sales of securities and derivatives are
computed using the first-in, first-out method. Substantially all of the net dealer
inventory and investment gain relate to security positions in companies domiciled in
Mexico and South America.

Property and equipment

Property and equipment is stated at cost, less accumulated depreciation.
Depreciation is provided using accelerated methods over estimated useful lives of
the related assets ranging from 5-7 years. Leasehold improvements are depreciated
over the remaining useful life of the lease. Maintenance and repairs are charged to
operations as incurred.

Income Taxes

International’s revenue and expenses are included in the consolidated Federal
income tax return filed by Pl. International's tax calculations are made as if
International prepared a separate income tax return. Additionally, International may
record a tax benefit, if such benefit can be utilized by Pl in its consolidated return.
International is also subject to certain state income taxes.

International uses the liability method of accounting for income taxes that requires
the recognition of deferred tax assets and liabilities for the expected future tax
consequences of events that have been recognized in International's financial
statements or would have been recognized in PI's consolidated tax return. In



GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

estimating future tax consequences, all expected future events are considered other
than enactment of changes in the tax law or rates. International provides a valuation
allowance, if necessary, to reduce deferred tax assets to amounts that are not likely
to be realized.

International deferred tax asset represents the tax effects of taxable temporary
differences in the book and tax reporting. The taxable temporary differences consist
of unrealized gains (losses) on securities, depreciation methods and lives, deferred
rent and rent incentive.

Beginning January 1, 2007, International became subject to the Texas Gross Margin
Tax. The Texas Gross Margin Tax generally is calculated as one percent of gross

margin, as defined, and was approximately $4,252 for the year ended December 31,
2008.

Foreign currency transactions

As an agent, in the normal course of business, International enters into securities
transactions which are denominated in foreign currencies, primarily the Mexican
peso. Realized and unrealized foreign currency gains and losses on such
transactions are recorded in the period and are included in the caption net dealer
inventory and investment gain. There was no net realized and unrealized foreign
currency losses recorded in 2008. For the purposes of reporting cash flows,
International has determined that the effect of exchange rate changes on foreign
currency transactions is immaterial.

Fair value of financial instruments

Effective January 1, 2008, we adopted SFAS No. 157. SFAS No. 157 clarifies the
definition of fair value, prescribes methods for measuring fair value, establishes a fair
value hierarchy based on the inputs used to measure fair value, and expands
disclosures about fair value measurements. The three-tier fair value hierarchy, which
prioritizes the inputs used in the valuation methodologies, is:

Level 1-Valuations based on quoted prices for identical assets and liabilities in
active markets.

Level 2-Valuations based on observable inputs other than quoted prices included

in Level 1, such as quoted prices for similar assets and liabilities in active markets,
quoted prices for identical or similar assets and liabilities in markets that are not

-10-



GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

active, or other inputs that are observable or can be corroborated by observable
market data.

Level 3-Valuations based on unobservable inputs reflecting our own
assumptions, consistent with reasonably available assumptions made by other
market participants. These valuations require significant judgment.

At December 31, 2008, the securities owned- marketable was valued at $7,413 using
the Level 1 valuation methodology described above (see note 4).

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent -assets and liabilities at the date of the financial
statements and the reported amounts of support and revenues and expenses during
the reporting period. Actual resuits could differ from those estimates.

Risks and uncertainties

Securities owned and securities sold, not yet purchased which are recorded at fair
value have exposure to market risk, including the volatility of securities markets.
Significant changes in the prices of securities owned could have a significant impact
on International’s results of operations for any particular year.

NOTE 2: TRANSACTIONS WITH AFFILIATES AND RELATED PARTIES

Occasionally, International enters into securities transactions in Mexico which are
cleared by GBM Mexico, an affiliated securities dealer domiciled in and regulated by
the government of Mexico. However, there were no such transactions entered into
during 2007. Additionally, International executes orders, either as principal or agent,
on behalf of GBM Mexico. Commission and dealer income earned from GBM
Mexico during the year ended December 31, 2008 was $855,883. Commissions
receivable from GBM Mexico at December 31, 2008 were $17,506. GBM Mexico
also charges International for overhead costs. Amounts payable to GBM Mexico for
these overhead costs were $-0- at December 31, 2008.

-11-



GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2: TRANSACTIONS WITH AFFILIATES AND RELATED PARTIES
(Continued)

Furthermore, International from time to time may enter into transactions with affiliates
in the normal course of business which are recorded within receivable from or
payable to affiliates. As of December 31, 2008, there was $518,691 payable to
affiliates, the majority of which arose as result of tax consequences of being a
subsidiary of a consolidated group that files a consolidated Federal income tax
return.

From time to time advances are made to employees by International. At December
31, 2008, a total of $17,421 of employee receivables remained outstanding.

NOTE 3: NET CAPITAL REQUIREMENTS

International is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15¢3-1), which requires the maintenance of minimum net
capital of $100,000 (including subordinated indebtedness) and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
International is also subject to the Commodity Futures Trading Commission’s
minimum financial requirements (Regulation 1.17). At December 31, 2008,
International had net capital, as defined, of $1,020,278, which was $920,278 in
excess of the required minimum net capital of $100,000. International’s ratio of
aggregate indebtedness was 0.82-to1 at December 31, 2008. International is
currently in compliance with these requirements.

International is exempt from the provisions of SEC Rule 15¢3-3 under paragraph
(k)(2)(ii), as described in Supplemental Schedule II.

NOTE 4: SECURITIES

Marketable securities owned consisted of the following at December 31, 2008:
Cost Market

U.S. Securities
Corporate Stock $ 3,300 $ 7,413

-12-



GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE &: PROPERTY AND EQUIPMENT, NET

Property and equipment, net consisted of the following at December 31, 2008:

Estimated

Useful Life
Office Equipment 5 Years $ 52,360
Vehicles 5 Years 20,441
Leasehold Improvements Lease term 85,813
Subtotal: 158,614
Less: Accumulated Depreciation (95,562)

$ 63,052

NOTE 6: INCOME TAXES

As of December 31, 2008, the Company’s provision for income taxes was as follows:

Federal Provision(Benefit)

Current $ 955,665

Deferred (21,858)
State Provision(Benefit)

Current (42,054)"
Total Provision for Income Taxes $ 891,753

*The current benefit for state income taxes is primarily due to a true-up of $46,306 of
the prior year over accrual.

In July 2006, the Financial Accounting Standards Board (“FASB") issued FASB
Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an interpretation
of SFAS No. 109, (“FIN 48”), which clarifies the accounting for uncertainty in income
taxes recognized in a company’s financial statements in accordance with SFAS No.
109, Accounting for Income Taxes. FIN 48 prescribes a recognition threshold and
measurement of a tax position taken or expected to be taken in a tax return. It also
provides guidance on derecognition, classification, interest and penalties, accounting
in interim periods, disclosure and transition. The FASB has deferred the effective

-13-



GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 6: INCOME TAXES (Continued)

date for nonpublic enterprises to fiscal years beginning after December 15, 2008 for
those companies that elect to do so. Management has elected to defer the adoption
of FIN 48. Management’s policy for evaluating uncertain tax positions is to identify
all uncertain tax positions and classify those positions as current taxes payable or
current deferred taxes payable. Adoption of FIN 48 is not expected to have a
material effect on these consolidated financial statements.

NOTE 7: COMMITMENTS AND CONTINGENCIES

Operating Lease

International leases its office facility under a non-cancelable operating lease which
expires on August 31, 2010. International accounts for lease incentives, free rent
and lease build-out allowances provided by the lessor, as deferred rent which is
amortized to earnings on a straight line bases over the life of the lease which is 66
months. Deferred rent incentives at December 31, 2008 were $26,849. Future
minimum lease payments for this lease at December 31, 2008 are as follows:

Year Ending

December 31,
2009 $ 60,563
2010 40,698

$ 101,261

Rent expense for the year ended December 31, 2008 was $3}9,438.

Security transactions

In the normal course of business, International enters into securities short-sale
transactions for its own account and for its clients as an agent. Since the securities
subject to such transactions are not in International's possession, International is
subject to risk of loss if it must acquire the securities on the open market at a price
which exceeds the contract amount of the transaction. At December 31, 2008,
International does not expect nonperformance by customers or counterparties.

International executes securities and futures transactions on behalf of its customers.
If either the customer or the counterparty fails to perform, International may be
required to discharge the obligation of the nonperforming party. In such

-14-



GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 7: COMMITMENTS AND CONTINGENCIES (Continued)

circumstances, International may sustain a loss if the market value of the security or
futures contract is different from the contract value of the transaction. International
does not expect nonperformance by customers or counterparties.

International clears all of its securities transactions through clearing brokers on a fully
disclosed basis. Pursuant to the terms of the agreements between International and
the clearing brokers, the clearing brokers have the right to charge International for
losses that result from a counterparty’s failure to fulfill its contractual obligations. As
the right to charge International has no maximum amount and applies to all trades
executed through the clearing broker, International believes there is no maximum
amount assignable to this right. At December 31, 2008, International has recorded
liabilities with regard to the right. During 2008, International did not pay the clearing
brokers any amounts related to these guarantees. International’s policy is to monitor
its market exposure, customer risk, and counterparty risk through the use of a variety
of credit exposure reporting and control procedures, including marking-to-market
securities and any related collateral as well as requiring adjustments of collateral
levels as necessary. In addition, International has a policy of reviewing, as

considered necessary, the credit standing of each counterparty and customer with
which it conducts business.

Other

During the normal course of business, International enters into contracts that contain
a variety of representation and warranties and which provide general
indemnifications. International’s maximum exposure under these arrangements is
unknown as this would involve future claims that may be made against International
that have not yet occurred. However, based on experience, International expects the
risk of loss to be remote.

NOTE 8: CONCENTRATIONS

A portion of International's trading activities, as an agent, involve securities of
companies domiciled in Mexico and South America. Consequently, the ability of
International to maintain appropriate levels of trading activity in Mexican and South
American securities and the value of such securities outstanding is impacted by
economic and business conditions in Mexico and South America.

-15-



GBM INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 9: SUBORDINATED LIABILITIES

International had no subordinated liabilities at any time during the year ended
December 31, 2008. Therefore, the statement of changes in liabilities subordinated

to claims of general creditors has not been presented for the year ended December
31, 2008.
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INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTAL INFORMATION REQUIRED

BY RULE 17A-5 OF THE SECURITIES AND EXCHANGE COMMISSION

February 6, 2009

Board of Directors
GBM INTERNATIONAL, INC.
Houston, Texas

We have audited the accompanying financial statements of GBM INTERNATIONAL, INC. as
of and for the year ended December 31, 2008, and have issued our report thereon
dated February 6, 2009. Our audit was conducted for the purpose of forming an
opinion on the basic financial statements taken as a whole. The information contained
in page 17 is presented for purposes of additional analysis and is not a required part of
the basic financial statements, but is supplementary information required by Rule 17a-5
under the Securities Exchange Act of 1934. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

£ EPE PC

Easley, Endres, Parkhill & Brackendorff, P.C. Certified Public Accountants & Consultants
1333 West Loop South, Suite 1400 | Houston, TX 77027 | Phone: 713.622.0016 | Fax: 713.622.5527 | www.eepb.com



GBM INTERNATIONAL, INC.

SUPPLEMENTAL SCHEDULE |

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

12/31/2008
Net capital:
Total stockholder's equity $ 1,189,447
Reductions and charges:
Nonallowable assets:
Property and equipment, net 63,052
Accounts receivable 2,121
Receivable from affiliates and employees 50,956
Petty cash 261
Other assets 51,659
Total nonallowable assets and charges, net 168,049
Net capital before haircuts on security positions 1,021,398
Haircuts on security positions . (1,120)
Net capital 31020278
Aggregate indebtedness $ 840,320
Percent of aggregate indebtedness to net capital 82%

Computation of basic net capital requirement
Minimum net capital requirement (greater of 6 2/3% of
aggregate indebtedness or $100,000) 3 100,000

Excess net capital $ 920,278

Reconciliation with the Company's computation (included in Part I}
of Form X-17-A-5) as of December 31, 2008

Net capital, as reported in Company's Part Il (unaudited) Focus Report 898,101
Audit adjustments for federal income taxes and other 122,177
Net capital, per above $ 1,020,278

STATEMENT PURSUANT TO PARAGRAPH (d)(4) OF RULE 17a-5

The audit adjustments noted above are the only differences between this computation of net
capital pursuant to Rule 15¢3-1 and the corresponding computation prepared by GBM
International, Inc. and included in the Company's unaudited Part || A Focus report filing as of
December 31, 2008.

STATEMENT OF OMITTED SUPPLEMENTAL DATA

The Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3 and the
Information Relating to Possession or Control Requirements Under Rule 15¢3-3 have been
omitted because GBM International, Inc. is exempt from the requirements of Rule 15¢3-3 under
condition (k)(2)(ii). The conditions of the exemption were being complied with as of December
31, 2007 and no facts came to our attention to indicate that the exemption had not been complied
with during the fiscal year ended December 31, 2008.
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INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE

February 6, 2009

Board of Directors
GBM INTERNATIONAL, INC.
Houston, Texas

In planning and performing our audit of the financial statements and supplemental
schedules of GBM INTERNATIONAL, INC. (“International”) as of and for the year ended
December 31, 2008, in accordance with auditing standards generally accepted in the
United States of America, we considered its internal control over financial reporting
(internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of International’s internal control.
Accordingly, we do not express an opinion on the effectiveness of International’'s
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by International
including consideration of control activities for safeguarding securities. This study
included tests of such practices and procedures that we considered relevant to the
objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because
International does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and
procedures followed by International in any of the following:

1. Making the quarterly securities examinations, accounts, verifications, and
comparisons and the recordation of differences required by Rule 17a-13;

2. Complying with the requirements of prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System;

The management of International is responsible for establishing and maintaining
internal control and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC's above-
mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance

. =20 -
Easley, Endres, Parkhill & Brackendorff, PL. Certified Public Accountants & Consultants
1333 West Loop South, Suite 1400 | Houston, TX 77027 | Phone: 713.622.0016 | Fax: 713.622.5527 | www.eepb.com



GBM INTERNATIONAL, INC. February 6, 2009

that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’'s authorization and recorded properly to permit the preparation of
financial statements in accordance with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures
referred to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant deficiency
is a control deficiency, or combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than
a remote likelihood that a misstatement of the entity's financial statements that is more
than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity's internal
control.

Our consideration of internal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in internal
control that might be material weaknesses. We did not identify any deficiencies in
internal control and control activities for safeguarding securities that we consider to be
material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives
in all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the Company's practices and
procedures were adequate at December 31, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, and other regulatory agencies that rely on rule 17a-5(g) under
the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these
specified parties.

EEPB, PC

-21 -



